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Just what the digital transition did NOT need 

Since last we “met” on these pages the world’s economies have gone into a tail spin largely (but not 
exclusively) the result of the terrorist attacks in the United States September 11. The transition to some 
form of digital television is one of the many new technologies relegated to back burner status as a 
result. Confidence in the future, essential to gathering support for any new long term investment, has 
eroded to levels unseen during the most recent half-century. Virtually all long term capital investments 
not already funded have been frozen; manufacturers of digital test equipment report to CTD some 
depressing news. For example, “From September 711th until October 12th our firm which 
nominally sells around (US)$500,000 in test equipment in that 30 day span has sold none - 
not one piece of test equipment has been ordered and over half of the orders scheduled for 
shipment because of prior sale have been canceled.” 

Another (USA based) firm tells CTD, “We have forecast US$97 million in sales during the last 
quarter of the year (October-December). My most optimistic forecast now hovers around 
(US)$62 million and at the end of October at our present rate, we will in fact do well to break 
(US)$50 million.” 

The primary “enemy” here is fear - serious concerns that a downward spiraling economy worldwide 
will destroy confidence in the business sector to an extent not fathomable before the 11th of 
September. Pharmaceutical firms report an amazing sales spurt in a number of areas - led by Prozac 
and other depressant fighting drugs. With consumer and corporate spending plummeting, employment 
rolls are shrinking and Government tax coffers are struggling to maintain even the programs already 
funded. 

New technology is a first line victim of the “fear”. Corporate resolve to launch new products is 
disappearing rapidly, firms are retrenching to make improvements in existing hardware as a stopgap 
step aimed at maintaining present market share while the world sorts out the “fear”. 

In a curious sideshow, telecommunication firms who might be expected to benefit from reduced 
travel and face to face meetings - in theory to be replaced by telecommunication contacts - report quite 
the opposite. Little noticed perhaps are reports from regional marketing managers for various Bell | 
Telephone regional firms in the USA. 

“Our business is off by 27% since mid-September” confides one exec to CTD. “As all of our 
employment directives are driven by our business level forecasts for 18 to 24 months into 
the future, we have been working overtime to recompute worst-case scenarios through the 
end of 2002.” 

With air travel down on average 35% and in many cases as much as 50%, trade shows for 
telecommunications are suffering badly. This report: 

“Attendance at the International Broadcasting Convention in 
Amsterdam was down significantly. There were 16,015 pre-registered 
no-shows, more than 10X as many as any previous year.” 


Not to be repeated again - soon? 

OpenTV is perhaps a “suitable example” of the flood of new technologies which have steadily made 
commercial inroads into the consumer marketplace despite of not yet becoming profitable in their own 
right. OpenTV is a “middle ware software” system created to allow people with cable or satellite 
set-top boxes to communicate with their service provider, typically through a telephone line modem 
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within the set-top box. In New Zealand, Sky Network TV and TelstraSaturn have been embraced 
OpenTV as a middleware. In Australia, Austar has a similar relationship. 

But OpenTV is not yet a fully functional system - beyond some field trials. It is computer 
technology married to set-top boxes making it possible for operators such as Sky NZ to expand their 
offerings with games, e-mail and Internet connection activities. 

OpenT’V - the firm - created middle ware for these “interactive” purposes. Then it established a 
licensing scheme which authorizes builders of (satellite or cable) set-top boxes to include OpenTV 
middle ware into their product designs - for a price. US$10 per set-top is a ballpark cost to the set-top 
builder to have set-tops “OpenTV capable”. 

This $10 range (per set-top) provides a (current business quarter) revenue stream to OpenTV from 
the set-top builder. When a service provider such as Sky NZ actually activates (markets) OpenTV, they 
too are required to pay OpenTV a monthly/annual fee for each customer who uses this “middle ware” 
function. 

In the following report, you are (indirectly) reading about the number of new set-top boxes sold 
during the period July 1 - September 30 and paying to OpenTV the mandatory $10 range license fee 
for each such OpenTV equipped box manufactured. And you are reading about the very first (not well 
defined in the report) OpenTV revenue received from system operators for deployment of OpenTV 
middle ware (also see Sky NZ / Austar report that follows). 

“For the quarter ended September 30, 2001, OpenTV's revenues were $25.1 million 
compared to $18.7 million for the quarter ended September 30, 2000. The Company's 
pro-forma operating expenses for the quarter ended September 30, 2001 totaled $33.9 
million compared to $25.2 million for the quarter ended September 30, 2000. (For OpenTV 
System's operating revenue - “For the quarter ended September 30, 2001, OpenTV's 
applications platform generated revenues totaling $2.6 million, and a pro-forma operating 
loss of $12.3 million). OpenTV's pro-forma net loss was $6.7 million, or $0.10 per share, for 
the quarter ended September 30, 2001 compared to a pro-forma net loss of $3.2 million, or 
$0.06 per share, for the quarter ended September 30, 2000. On a reported basis, the 
Company's net loss for the quarter ended September 30, 2001 was $118.5 million, or $1.71 
per share, compared to a reported net loss of $83.4 million, or $1.49 per share, for the 
quarter ended September 30, 2000. As of September 30, 2001, OpenTV had cash, cash 
equivalents and marketable debt securities of $195.1 million. Third quarter 2001 cash 
outlays included $4.7 million in capital expenditures. Based on reports received to date, 
OpenTV announces it has surpassed 20 million set-top box middle ware deployments, a 
doubling of set-top box deployments since announcing the Company reached 10 million 
deployments in October 2000. This is OpenTV's fourth consecutive quarter in excess of two 
million deployments. -- OpenTV increased its market-leading network operator customer 
base to 48 by announcing four additional customers, three of which are broad band cable 
networks. OpenTV announced that Israeli cable operator Tevel, with 430,000 subscribers, 
and ntl's Cablecom in Switzerland, with 1.4 million subscribers, have agreed to deploy its iTV 
platform. The Company also announced an agreement with Sichuan NTC to deploy 
OpenTV's iTV platform and an application suite on China's Henan Cable network of 1.5 
million subscribers. Additionally, OpenTV announced an iTV platform agreement with 
Showtime, a Middle East satellite network operator with 100,000 subscribers. -- OpenTV's 
core platform portfolio - which includes the EN2 middie ware, the Device Mosaic HTML 
engine, and the integrated EN2/Device Mosaic solution - continued to penetrate the U.S. 
digital television market. EchoStar announced that their DISH Network has deployed more 
than two million EN2-enabled set-top boxes. Cablevision launched their new suite of 
interactive services on Device Mosaic-enabled Sony high-end set-top boxes. OpenTV is a 
leader in enabling personal video recorder (PVR) functionality in set-top boxes. The 
Company has partnered to develop PVR solutions for EchoStar's 501 and BSkyB's Sky+ 
set-top boxes, which are now available to consumers in the U.S. and U.K., respectively.” 

On the surface, this seems like as glowing report. Or deja-vu. Something from the recent past which 
might have passed for a progress report at a time when attitudes were positive and enthusiasm for the 
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future high. But those days are - for at least the present - a memory. So just what is happening with 
“iTV” and does it give us any reason to anticipate that digital television will run against the tide of 
world economics? 

“iTV” is what digital television’s promise has been all about. “iTV” and competitors have been 
enthusiastic proponents of a brave new television world - one in which the masses will change their 
50+ year habits of using the television set as a passive one way box into an interactive home appliance. 
(It has taken a considerable leap of faith to believe that forecast of course). Television New Zealand 
believes it - or did at one time. The Australian government believes it and accordingly has reshaped 
their television broadcasting environment to follow this mythical star. Other corporate entities such as 
BSkyB, Sky NZ and Austar have given it positive lip service although to date their actual use of the 
“ITV” technology has been minimal. 

The OpenTV “iTV” message requires more than a small dose of optimism. Here are essential 
elements: 

1) That a firm (OpenTV) can collect “licensing fees” from the manufacturers of hardware utilizing 
their proprietary software even if the actual field use of the hardware has not yet matured; 

2) That a firm can keep on collecting this licensing fee (as their only startup period revenue) for a 
long enough time to stay financially afloat while the “universe” of product equipped boxes builds into 
something worth identifying as a “user market” 

3) That the real commercial users (the programmers such as Sky NZ) of this “product” can be talked 
into adopting the technology and insisting that independent suppliers of receivers they elect to use are 
equipped with this technology. Additionally, by making a commitment to OpenTV the programmers 
realize their cost for each OpenTV compatible set-top box will be higher because OpenTV “is there”. 

4) Then at some magical point, perhaps never clearly defined, when the “universe” of OpenTV 
equipped set-top boxes is large enough, the programmer (Sky TV et al) actually turns the middle ware 
into a full time functional business that generates additional revenue for the programmer. 

The most impressive staging of this “iTV” technology has been at BSkyB in the UK. There the 
operator (BSkyB) has taken the launch phase one significant further step - by locating and signing up 
“partners” in “iTV” who are able and willing to not only invest in “iTV” applications to be offered to 
BSkyB subscribers, but in finding ‘iTV partners” willing (and financially able) to fund these day to 
day operations while the universe of receivers so equipped remains small and the cash flow is all but 
nonexistent. It is worth noting that BSkyB has also been successful in taking a corporate chunk 
(ownership position) in many of the “iTV start up firms” now using its platform, and has actually 
charged millions of dollars to some of these startup firms for the “privilege” of being on the BSkyB 
platform. 

This has taken a great deal of ’faith” in the ultimate commercial success of “iTV” of course and it is 
that faith which is most at risk because of the “fear” now gripping the business community worldwide. 

if - IF - OpenTV does not turn into an operational commercial success, the entire interactive promise 
of digital TV will be set back significantly. There is no viable second-place contender at this stage and 
OpenTV embodies all of the essential “iTV” features which in sum is what “iTV” and therefore 
“digital TV” is all about. If OpenTV fails - interactive digital TV will be set back perhaps a decade. 

The closer-to-home signs about the progress of OpenTV are not positive at this point in time - 
setting aside the events of 11 September. 

There continues to be considerable speculation and dozens of rumours concerning the status of 
TelstraSaturn’s pay-TV package via satellite, as well as the actual situation at Sky Network regarding 
their introduction of Interactive TV services. Both of these subjects are “commercially sensitive” and 
nobody who is in a position to know the actual condition of either project is willing to discuss it with 
an outsider such as CTD. However - there are sources and there are indications as to what is happening 
- or not happening - and why. 

TelstraSaturn. An executive from TelstraSaturn speaking before a conference held recently in Taupo 
told the group, “Our Board of Directors has determined there is not sufficient earnings 
potential with pay-TV in New Zealand and from this point on we will concentrate on selling 
telecommunications (he means telephone, Internet) services. It was this decision which led 
us to cancel the launch of the satellite service in competition to Sky Network TV. As a 
company we would still very much like to have a business relationship with Sky Network but 
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unfortunately two of the Sky Board seats are held by executives from stockholder Telecom 
NZ. These board members are strongly opposed to any business relationship between Sky 
and TelstraSaturn, partly because Telstra came to New Zealand to compete with Telecom 
and Telecom does not take kindly to that ‘invasion’ from Australia.” 

TVNZ is closing down the special project group that has to this point nurtured the DVB-S (digital 
satellite delivery) planned service package. The few people remaining in the project will be gone from 
TVNZ shortly after the New Year begins and that simply means without a digital transition staff, there 
will not be for now a digital transition. 

But abandoning DVB-S is not a foregone conclusion. TVNZ originally wanted to be on satellite 
because it believed that the next important technological change for television broadcasting would be 
“Interactive TV.” Which in this case means people who view have an opportunity to participate in a 
two-way communication link with the telecaster for whatever purpose as that might create. Competitor 
Sky Network has been promising to activate their own version of “Interactive TV” (both using the 
world standard OpenTV software platform) for nearly 12 months. Numerous start dates have been 
announced, to this point none have actually occurred. What is difficult to grasp here is that Sky 
Network TV’s “parent” BSkyB in the UK has been operating a technically correct OpenTV based 
Interactive TV system for nearly one year and while it may not be a financial success at this point, it at 
least has not been a technology nightmare. Some at Sky’s upper circle of management are on the 
record describing their attempts to bring off Interactivitiy as a “technology nightmare.” What we do 
know is that there are several software versions of OpenTV’s Interactive system. And some of the 
software versions work fine with older BSkyB set-top IRDs while other versions do have problems - 
even in the UK. The Sky NZ tests seem to have been caught between changes in the OpenTV versions 
and the ability (or lack of ability) of the existing universe of Pace and Zenith set-top boxes to cope 
with the software. The OpenTV software most recently tested by Sky NZ appears to have been written 
for a new generation of set-top box which is not yet available in quantity in New Zealand. The existing 
set-tops have difficulty running the OpenTV software because they don't have sufficient RAM or 
processing speed capabilities. In attempts to solve this problem, Sky NZ has brought in some very 
skilled (and highly paid) overseas talent (UK, USA, Middle East) who while here have attempted to 
write “patches” to modify the OpenTV transmit end software so that the existing universe of set-top 
boxes will process the Open TV data stream. Those who have been “Beta Testers” for the software 
report, “(1) the software crashes the box often causing you to have to do 4-button resets 
frequently, (2) the software runs very slowly which makes using it a labour.” Others report the 
Zenith brand set-tops seem to work better (faster) than the PACE boxes, and there remains an 
optimism at Sky that with more software “patches” they will get it running well enough to make it 
available to the public at large - thereby saving face for Sky on this particular project. 

None of this has escaped the attention of TVNZ or TelstraSaturn (not that the two talk directly very 
often these days). Sky has done a creditable job of keeping its own staff from discussing the status of 
their Interactive project but there is no shortage of information concerning the Sky progress (or lack 
thereof) through TVNZ and TelstraSaturn. The same TelstraSaturn exec who spoke in Taupo about the 
need to “get out of pay TV in favour of concentrating on telecommunications” was equally 
candid about the status of Interactive TV overall. “In the end” said he “we decided that OpenTV 
and the need for progressively newer and newer set-top boxes was going to be a big factor 
in loss making for the corporation. When you sign up for OpenTV, you are led to believe that 
the OpenTV you are agreeing to use is compatible with the set-top boxes you already own. It 
is only later that we learned the boxes we now have not only won't do any suitable version of 
OpenTV, they very well may not do any version at all. So as a pay TV supplier, you are 
faced with constantly having to budget in upgrades to the set-top boxes, you have to figure 
out how you juggle one group of set-tops which do only a part of the current version of 
OpenTV but not others versus the very latest set-tops that will do everything OpenTV is 
capable of doing at that point in time. It is a nightmare.” And we would add, obviously an 
ongoing expense for the pay TV provider who has to replace boxes only 2 or 3 years old with newer 
boxes just to get caught up with the ever growing capabilities of OpenTV. 
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“We decided that not only was the decision to use the ex-Galaxy set-top boxes a bad 
decision, but that using even today’s latest version was only marginally better. When 
OpenTV settles down and has a stable platform, it might amount to something that would 
allow us to make a business out of it. We do not believe it has reached that state at this 
time and this contributed to our decision to pull back on the New Zealand satellite pay TV 
service as a result.” 

Still working on it 

NZ Sky TV has reached an agreement with Holotype New Media to develop the country's first 
interactive sports service. The service has been developed over the last three months and will be 
available to Sky's if V-ready subscribers, around 246,000 of the 415,000 total. The service will 
initially be available for rugby union, then rugby league and football coverage carried on Sky. The 
functions will include live match statistics that can be pulled up on demand, match results and team 
standings. There are plans for adding interactive features and applications including, personalised 
camera angle selection, game-playing, t-commerce sales of sporting merchandise and ordering fast 
food for delivery. The service is set to launch in October of this year (*). 

(* - Technically, even in a Beta test mode during October would validate this statement.) 
Still working on a profit 

“Pay television network Sky reported an increase in its loss, for the year to June. Owned by 
Independent Newspapers Limited, Sky Television Network’s loss increased from $26.97 million to 
$42.34 million. However, Chief Executive John Fellet said Sky recorded the largest net subscriber 
gain in the company's history. The pay-TV company said total subscriptions at June 30 were 430,436, 
up 53,864 on June 30, 2000. Sky is now 31.5 percent of New Zealand household, with 266,585 
(62%) digital subscribers and 161,903 (38%) analogue subscribers.” 

And - reported another way: 

“Leading pay-TV operator Sky NZ posted revenues of NZ$300 million for the year to June 30. 
Pretax losses rose to NZ$42.34 million, a NZ$15.34 million year on year increase. EBITDA operating 
cash flow earnings was up slightly on last year’s NZ$74.1 million at NZ$75.7 million The DTH 
operator blamed the heavier losses on the cost of converting its subscribers to digital and the weak 
NZ$, which has added to program costs. Subscriber numbers were up 14% to 430,436 with digital 
customers accounting for 68% of these. Churn was down from 26.4% to 22.7%. 


Fear: Further fallout from TelstraSaturn’s DTH shut down 

We have previously reported a list of firms who were adversely impacted by the 11th hour 
announcement from TelstraSaturn their pay-TV roll out in New Zealand would be “postponed”. 
Perhaps the hardest hit is a little known firm calling itself Auckland Logistics Company (ALC) who 
apparently were somehow involved by T/S in the procurement of home dish system parts. 

ALC apparently was the “agent” for importing satellite dishes and mounts, LNBf reception 
hardware. CTD understands engineers from TelstraSaturn (T/S) tested and evaluated all major brands 
of dishes and LNBs including (but not limited to) Autosat, Hills, Jonsa, Triax and Winegard dishes 
plus Acer, Cambridge, Sharp (and other) LNBf(s). Each firm was required to provide an unconditional 
5-year warranty for their parts and according to our sources the final negotiated prices were NZ$20 per 
home system under what Sky NZ was paying at the same time for similar or identical equipment. The 
quantity ordered for the initial roll out was 10,000 units - enough to startup 10,000 home dish systems 
for T/S. 

The negotiations for the equipment began in May, but was completed so close to the original DTH 
roll out deadline (which was 1 September) that a significant percentage of the ten-thousand dish 
systems were air freighted into New Zealand to satisfy what one supplier has subsequently termed, “an 
impossible to meet deadline”. The nearest competitor price-wise was locally officed Hills Industries 
which lost the order by “a few dollars per system package”. 

When T/S shut down the project ALC was left with 10,000 system packages, invoices for air freight, 
and months of preparatory work - all to no avail. And now the curious part. As best CTD can 
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determine, T/S has made no effort to date to compensate ALC for their part in this exercise. 
Furthermore, although the landed price per home system ended up being $20 less than we understand 
Sky NZ has been (and is currently) paying for identical equipment, ALC has been unable to locate a 
buyer for the equipment - even at their cost. Equally curious is the report TelstraSaturn parents Foxtel 
and Austar (of Australia) have shown no interest in taking the bargain priced home system packages 
off of ALC’s hands either. Subsequent to the shut down of T/S satellite service, Sky NZ reportedly 
acquired an additional 27,500 Sharp (brand) LNBs - identical in every way to the 10,000 which ALC 
has inventoried in Auckland. From Sky’s normal supplier. 

Sky of course has established supplier sources and to make an end run around those sources for the 
sake of saving $20 per home system ($200,000 total) for a one-time opportunity was apparently not a 
suitable incentive to the Sky people. Some in the industry are asking Sky to “explain” their reasons - 
CTD suggests the reasons are apparent and no further explanation is required. 

Fearless: Meanwhile - TVNZ is (IS!) on FTA satellite 

On or about the 7th of October, Television New Zealand appeared on Optus B1 (12.456 vertical, Sr 
22.500, FEC 3/4) with what appears to be the full 24 hour schedule from TV One and TV2. Their 
reasons for this are as follows: 

1) Under its original contractual agreement with TelstraSaturn, TV One and TV2 were to be 
uplinked to Optus B1 as a part of the originally planned T/S package - from 1 October. 

2) TVNZ believes it must hold T/S to that contract, which amongst other things specifies a term of 
time (7 years) and dollar amount which T/S must supply for the use of the two TVNZ-leased 
transponders. 

“Even if T/S has not (or does not in the future) launch their own pay-TV platform, they are still 
legally obligated to pay for the transponders which TVNZ has leased on their behalf as well 
as uplinking the two present (primary) TVNZ service channels.” 

The good news here is that TVNZ services, digital and clean of any reception artefacts, are now 
available throughout New Zealand to anyone (well - almost anyone) who has a 60cm or larger Ku 
band dish capable of downloading the 12.250 - 12.750 GHz frequency band to essentially any 
MPEG -2 (free to air) digital receiver. “Almost anyone?” Those who cannot - today - avail themselves 
of the TV One and TV2 services are of course the Sky digital equipped homes. Unless they invest in a 
second MPEG-2 FTA receiver (approximate cost at dealer wholesale - under NZ$200) and wire it into 
their preexisting Sky satellite dish system. 

Although Sky NZ’s technical parameters (same Optus satellite, same polarity, same symbol rate, 
same forward error correct/FEC) mirror those of Sky, there are two hurdles preventing the existing 
300,000 Sky digital universe from accessing these TVNZ services. 

#1) A lack of a commercial agreement between TVNZ and Sky which would authorise Sky 
becoming effectively “an agent” for TVNZ. For more than three years, such an agreement has been 
elusive to both parties - TVNZ wants the viewing of its two channels to be totally free to air while Sky 
wants to charge something for “handling” the matter and use of their reception equipment; 

#2) A “software patch” which when created by Sky could be downloaded through satellite feed to 
every existing Sky digital receiver - thereby making it possible for the universe of Sky receivers to 
“hop over to” and view the TV One and TV2 services. 

For the record. Sky NZ has no on or off the record comment about the status of adding TV One and 
TV2, while TVNZ’s staff continues to say positive things about “ongoing negotiations.” 


Hear: Nokia Sends Shivers Through Telecom Market 

Telecom equipment stocks in Europe and the U.S. slipped after wireless bellwether Nokia said it did 
not expect a return to healthy sales growth in its infrastructure business anytime soon. The Finnish 
company and world's largest mobile phone maker has published a mixed bag of results, showing 
resilience in the weakening handset market but worse-than-expected performance in its network 
activities as operators postponed investments due to the uncertain economy and heavy debt loads. 
Investors decided this problem was not specific to Nokia. "My view is this is an industry-wide 
phenomenon," said fund manager Tom Waldron at UBS Asset Management. Shares in virtually all 
telecom equipment stocks reversed a rally. They had surged ahead some 50 percent in three weeks on 
signs the sector was bottoming out. Investors had also drawn confidence from scattered evidence of 
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stronger demand for Internet and telecom services, especially in the U.S. after the September 11th 
attacks. Nokia's news, accompanied with cautious remarks about the Asian market, especially hurt its 
Swedish arch rival Ericsson, which is the world leader in mobile network systems and has a strong 
presence in Latin America and Asia. Ericsson shares tumbled 5.5 percent to 41.50 crowns, while the 
broader Dow Jones European tech index rose 0.5 percent to 324.34 points. "After the recent rally, 
Ericsson looks very vulnerable," Waldron said, adding Nokia's valuation also looked "a bit 
stretched." Nokia shares rose 4.8 percent to 22 euros, mainly on the back of its handset unit, which 
generates 80 percent of sales. Ericsson was not the only telecom equipment maker that was hurt. 
France's Alcatel and Germany's Siemens, although smaller players in wireless equipment, also fell, 
losing 3.2 percent at 15.63 euros and 2.1 percent at 48.96 euros respectively. In the U.S., rival Nortel 
fell 5.7 percent, and Lucent shed 1.1 percent. Nortel had published third-quarter results in line with 
expectations late on Thursday, but declined to give a forecast. Nokia was more daring. Its Chief 
Executive Jorma Olilla said he did not expect to see healthy growth in network systems before the 
second half of 2002. This made the recent stock market rally look premature. “The market for 
mobile networks is in a deep trough, which will be prolonged into the second or third quarter 
of 2002," said wireless analyst Mika Paloranta at Nordea Securities. "Toward the end of 2002, 
third generation deliveries will begin to support the markets, but only very gradually,” he 
added. Third-generation wireless networks will offer high-speed always-on data communications, 
enabling consumers to send and receive e-mail, download games, and play music and even video on a 
new generation of hand held devices. However, Europe's mobile operators have paid 120 billion euros 
(US$108 billion) for radio spectrum needed for these networks, and they now try to save money by 
sharing networks and pacing the roll-out. Nokia indicates the delays appear more serious than 
anticipated and this is also causing increased competition leading to price pressure. Merrill Lynch 
quickly adjusted its estimates for Nokia's networks business, reflecting the latest information. "In the 
networks division, we are now forecasting a five percent decline in revenues for 2002, 
compared to our previous estimate of flat growth,” said analyst Adnaan Ahmad, adding he cut his 
profit margins to 10 percent from 14 percent due to "continued weakness in wireless 
infrastructure through 2002." 

The launch of third-generation networks has already been delayed by around one year. When it was 
first announced, companies said it should become operational in late 2001. 


Fear: A Question of Definition 

After years of hype and industry deliberations, the first HDTV sets are in Australian retail stores and 
local broadcasters are transmitting signals. Eager consumers with a spare $8000 and a hankering to be 
the first on the block able to tune into the new HD transmissions can walk in into their local store and 
pick up a Sony 91cm FD Trinitron WEGA Widescreen TV partnered with a DGTEC HD Set Top 
Box. However any early adopters keen to impress the neighbours with the quality of the HDTV 
broadcasts will need to be careful about when they invite them over. The commercial networks are 
still only selecting a smattering of HD programs, to the extent that both Nine and Ten have authored 
special DVD-Video titles to allow retailers to demonstrate digital TV in-store. 

The Ten Network has begun transmitting a trial HD service during the day so that retailers have 
something to show on-screen with the new HD sets. The government has a set a deadline of January 1, 
2003 for local commercial broadcasters to begin transmitting 20 hours a week of “native” high 
definition programs. Mick Morris, general manager of TCN-9 said the decision to post the new drama 
series McLeod’s Daughters full HD was taken because this provided an opportunity for the network to 
“test the water.” The drama is being transmitted in both standard definition and high definition digital, 
with both Dolby 5.1 and Dolby surround audio. “Our intention is to produce all our drama in HD 
going forward,” said Morris. Nine has been transmitting Judging Amy in HD since March and is 
examining the possibility of producing sports broadcasts in HD. It is installing two high definition edit 
suites in Sydney and Melbourne to enable it to compile overseas programming it is beginning to 
source in this format. “We are looking to create a point of difference with ourselves as high 
definition broadcasters,” said Morris, who rejects suggestions it will look to shortcuts to fill its 2003 
quota. 
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Meanwhile, many in the local post-production industry are reluctant to make the expensive leap into 
HDTV as they are skeptical about the demand from local producers. The TVC market will be slow to 
adopt the new format as Nine, for example, has no plans to accept commercials in HD format for the 
foreseeable future. Sydney facility engine has made the leap into the HD era in creating the titles for 
McLeod’s Daughters, but general manager James Wyner is skeptical about the growth network 
demand. “Our niche is in creating content for the networks, so we need to be HD-ready, but | 
expect 90% of HD broadcasting will be PAL material that is unconverted. All that content 
they must originate by 2003 could consist of news, games shows and current affairs, which 
are easy to produce and do not require much sophisticated post.” 

Chris Schwarze, managing director of Melbourne’s Complete Post is hesitant to make the leap into 

HD as he can see limited demand. Schwarze believes there is a bigger market for film resolution visual 
effects sequences. Complete Post has developed a digital colour grading system for film VFX that it 
recently utilised for the Chinese-made feature Dazzling. 
“There is a demand from many film producers to achieve a certain look digitally, as in 
movies such as Pleasantville and Coen Bros and Oh Brother Where Art Thou, however HD 
video resolution is not good enough for this work. There is a lot of hype and a lot of 
legislation in place to make HDTV happen but not necessarily the consumer demand,” said 
Schwarze. “If the demand was there from the producers we would fill it. It is just a matter of 
upgrading our hardware to handle the resolution, but getting the gear first and then look for 
the work is not the right approach.” 

In many respects there is a chicken and egg situation. Producers will not go to the extra expense of 
producing in HD and the post companies will not upgrade until there is demonstrable demand. 
Sydney’s Frame Set & Match has acquired a Millennium HD telecine as its first step on the path to 
HD, enabling high quality acquisition up to 4K resolution. FS&M’s Rick Scweikert believes the initial 
market opportunity will be in producing digital effects sequences for feature films. Schweikert admits 
he is putting off the jump into HD post-production as long as possible. “The longer we wait the 
better the equipment gets,” said Schweikert. “Our next step is to install a HD non-linear editing 
system and upgrading 3D although it is really just a matter of upgrading processors, storage 
and the network. There will be more and more film-originated content finished on HD. It 
provides greater shelf life and the post costs will not be greatly different for producers.” 
Nine’s Mick Morris admits it cost about $10,000 extra for each 1 hr episode to post McLeod’s 
Daughters in HD format, but is expecting these costs to come down as more local facilities make the 
leap. “Already there is Kotij, Omnilab and Digital Pictures,” said Morris, “and many more are 
popping up.” 

China opens its skies to foreign broadcasters 

China will soon allow more foreign-backed television broadcasters to launch services on the mainland, 
the South China Morning Post reports. China's Broadcasting Authority will permit Rupert Murdoch’s 
News Corp and AOL Time Warner to broadcast to viewers in southern Guangdong province, 
according to Liu Changle, chairman of the Hong Kong-listed Phoenix Satellite Television. China last 
month said it was considering allowing News Corporation and AOL Time Warner access to cable 
viewers in a restricted area of Guangdong in what would be an unprecedented opening of the 
communist nation’s tightly-controlled media market. It is the Chinese government’s general practice to 
liberalise individual sectors gradually never in a rush he said. 

AOL Time Warner sign agreement with Beijing 

The United States media giant AOL Time Warner Inc reports that it has signed an agreement with 
Beijing to distribute an entertainment cable TV channel in southern China in exchange for carrying a 
Chinese-government channel in certain parts of the U.S. Under the terms of this groundbreaking pact, 
AOL Time Warner will broadcast its CETV channel in Guangdong province starting in January, 
featuring both original Chinese fare and the dubbed versions of American cartoons and shows such as 
Miami Vice and La Femme Nikita. In turn, AOL Time Warner will carry CCTV-9, an 
English-language news and information channel of the state network China Central Television, on its 
cable systems in New York, Houston and Los Angeles on a 24-hour basis. CCTV is currently shown 
in the United States only in certain programming blocks. The agreement is to allow a major 
foreign-owned broadcaster direct access to viewers in China, although many overseas channels can be 
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seen in luxury hotels and in homes with satellite dishes. However, Hong Kong-listed Phoenix Satellite 
Television, 38 per cent of which is owned by a unit of Rupert Murdoch’s News Corp and has been 
unofficially broadcasting into China for 5 years, which said that it was given state approval to land its 
signal in Guangdong province. 

Fearful: When AsiaSat announces losses ... 

Asia Satellite Telecommunications Holdings Ltd (AsiaSat) has announced a seven percent drop in 
turnover for the first half of 2001. AsiaSat said that turnover fell to US$61 million from US$66 
million for the same period last year. Net profit was lower at US$35 million as against US$36 million 
for the same period in 2000. AsiaSat said the leaner results reflected a weaker market for its services. 
It added that overall demand in the Asian transponder market was disappointing in the first half of the 
year. It pointed to the global economic downtum as the main culprit for the fall in its operating figures. 
Chairman Romain Bausch said the year 2001 will be one of consolidation for AsiaSat after a year of 
rapid growth in 2000. The group anticipates that in 2001 it will be very difficult to achieve growth, or 
even maintain the same levels achieved in 2000." 

The group believes that with the prevailing uncertainty continuing, existing broadcast and 
telecommunications operators are either contracting, or are reluctant to expand, their businesses until 
they see clear signs of recovery. New entrants are also hesitant to invest as they await a turnaround. 
AsiaSat, however, expects strong potential growth to return as confidence in the region's economies 
picks-up. AsiaSat provides two main services —telecommunications (including VSAT) and 
broadcasting — on all its three in-orbit satellites. AsiaSat 1, launched in April 1990, provides satellite 
transponder capacity in Asia. AsiaSat 2 was launched in November 1995 and started commercial 
operation in January 1996. Located at 100.5 degrees East, it covers 53 Asian countries and some 
two-thirds of the world's population. AsiaSat 3S, the company’s newest satellite, was launched in 
March 1999 and started commercial operations two months later. It replaced AsiaSat | at the orbital 
location of 105.5 degrees East. AsiaSat 3S has a C-band footprint similar to that of AsiaSat 2, two 
Ku-band fixed beams covering East and South Asia and a steerable Ku beam. As of 30 June 2001, 59 
percent of transponder capacity on AsiaSat 2 and 71 percent on AsiaSat 3S were being used and 
generating revenue. With AsiaSat 3S in service, AsiaSat 1 was relocated to the orbital location of 122 
degrees East. The satellite is now operating in an inclined orbit but will continue to serve Asia until the 
launch of AsiaSat in the first half of 2002. Construction of AsiaSat 4, to be positioned at 122 degrees 
East, is on schedule, said AsiaSat. Built by Boeing Satellite Systems, AsiaSat 4 will be the payload of 
an Atlas 3B rocket to be launched from Cape Canaveral in Florida. 


Telstra denies Foxtel bundling 

Telstra Corp Ltd rejected a report Foxtel has knocked back the telco giant's imitial plan to bundle 
phone services with pay-TV services. The Australian Financial Review's website reported Foxtel had 
knocked back proposal after Telstra sought to claim all of the phone revenues under the deal. "The 
proposal was rejected by Foxtel after Telstra said it wanted to keep 100 per cent of phone 
sales and with Foxtel unwilling to have its pay-TV services offered at a discount," the report 
said. Telstra has a 50 per cent stake in Foxtel, with both Kerry Packer's Publishing & Broadcasting Ltd 
and Rupert Murdoch's News Corp each holding 25 per cent. A Telstra spokesman said he was 
bemused by the report, given Telstra was a "partner" with Foxtel, but added he didn't want to comment 
directly on it. He said Telstra's view on the Foxtel business was that it was the best and most successful 
pay-TV operation in Australia, with the owners always looking to take the business forward. "The 
partners have built up a very strong business. We have been discussing ways to improve 
our services to our customers and they are ongoing,” he said. "When we have things to say 
we will tell the market,” he added. In late August, Telstra chief executive Ziggy Switkowski said the 
opportunity for Telstra to bundle services with Foxtel was attractive to Telstra, and something that was 
being canvassed by the share holders. It was understood there had been ongoing discussions between 
Telstra, News Corp and PBL on bundling. Foxtel spokesman Mark Furness said he couldn't comment 
on the "speculation". Foxtel has updated customer numbers. It now claims 760,000 subscribers, an 
increase of 10,000 since August 30. 
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Foxtel punts on footy cash marks 

Pay TV group Foxtel will sell its AFL channel next year for a minimum of $6.40 a month to 
existing subscribers. Foxtel director of AFL operations Rick McKenna said the Fox Footy Channel's 
45 staff will take be moved to make broadcasts from new premises near Southgate in Melbourne. It 
will have one production studio for light entertainment panel-style and children's AFL shows and 
another for its AFL nightly news program. Mr McKenna said the channel would broadcast 24 hours a 
day from the start of the Ansett Cup in February. He would not comment on how much the AFL was 
costing Foxtel but said the project was, "probably the most significant investment Foxtel has 
made since it launched”. Asked if the channel would make money, Mr McKenna said it was, "a 
Foxtel proposition as a whole as opposed to just the channel". Foxtel believes the AFL channel 
will add 80,000 new subscribers next year. Fox Footy Channel will be sold for a minimum of $6.40 a 
month which with Foxtel's basic $37.95 cable package means subscribers will pay a minimum $44.35 
a month for the AFL. Higher fees will be charged if subscribers opt in and out of the channel. AFL pay 
TV was previously on Seven Network's C7 channel through Optus, which charged $22.95 a month for 
its basic pay TV package and an extra $7.95 for sports programs, taking the total cost to $30.90 a 
month. Apart from panel shows and news, Foxtel is also producing individual TV shows for each of 
the 16 AFL clubs, Mr McKenna said. Meantime, the chief executive of Foxtel's advertising sales 
company Multi-Channel Network Leigh Monti said it would only sell "partnership" advertising 
packages on Fox Footy instead of using the spot market. “We will be working with clients to 
develop specific opportunities to meet their objectives," he said. And Mr Monti did not believe 
Foxtel would cross-sell advertising with the free-to-air TV networks. "| don't see the advantage of 
it as our offering is completely different to theirs," he said. "They have a couple of hours to fill 
and we have a 24x7 channel." 


Fearless: Ergen tops Murdoch 

A man 20 years his junior has deprived media tycoon Rupert Murdoch of what many saw as the final 
chapter in Murdoch’s legendary business life. Charlie Ergen’s Echostar/Dish Network has won the big 
prize - ownership/management control of the world’s largest direct to home pay TV satellite service; 
DirecTV of the USA. 

Seller General Motors through its 1996 acquired Hughes Electronics division will realise 
approximately US$21 billion in the transaction, of which US$4.5 billion will be in cash. Seller GM is 
disposing of the DirecTV division of Hughes, not the balance of the firm which includes ownership in 
a fleet of (PanAmSat) satellites (see story to follow). By combining the subscriber bases of DirecTV 
and Ergen’s DISH Network, the new firm will reach 16 million USA homes (including an 
undetermined number outside of the USA through “grey market subscriptions" freely available in 
Latin America, the Caribbean and Canada). This represents nearly the total number of non-cable-TV 
pay homes in the USA (cable presently exceeds 67 million). DireeTV + DISH will therefore “own” 
17% of the USA pay-TV market. 

Ergen began his satellite TV history as a backyard distributor of satellite hardware in 1981 from a 
tiny shop in suburban Colorado. With wife Candi, Ergen grew Echostar into one of the leading C-band 
TVRO hardware wholesalers and was one of the first to realise that if he was going to outlast the 
competition, he would have to control his own hardware destiny. Accordingly, he grew into equipment 
(receiver, antenna and accessory) design and development, private label branding his own equipment 
lines for sale through a growing network of home C-band dealers. When most of the wholesale market 
collapsed in 1986 following the serious scrambling of previously FTA (free to air) C-band services, 
Ergen pioneered distribution of General Instrument / M-A Com home decryption hardware and 
services creating a network of brand loyal dealers who largely were the only surviours of the failing 
C-band business. It was this national network of installing dealers who would later become his field 
force for the launch of what has now become the DISH/DirecTV network throughout North America. 
Ergen is an intensely personal person, has not allowed any journalistic probing into his personal and 
family life although today he is recognised in most studies as one of the twenty wealthiest men in 
America. The official release follows (edited): 


GM'S Hughes Electronics to Merge With EchoStar Communications 


- Stockholders and Consumers Benefit As Combined Hughes-EchoStar 
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Provides Meaningful Competitor To Cable TV Companies 


New York, Oct 28, 2001 -- General Motors Corp. and its subsidiary Hughes Electronics (NYSE: 
GM, GMH) together with EchoStar Communications Corporation (NASDQ: Echostar) today 
announced the signing of definitive agreements that provide for the spin-off of Hughes from GM and 
the merger of Hughes with EchoStar. The combined company would use the EchoStar name and 
adopt the DIRECTV brand for its services and related products. The merger would create the nation's 
second-largest pay television platform with more than 16.7 million subscribers, of which 1.8 million 
subscribers are National Rural Telecommunications Cooperative (NRTC) and affiliates, and 14.9 
million subscribers are owned-and-operated by the combined company. Cable TV companies 
presently control more than 80 percent of the U.S. pay television market, while a combined 
EchoStar-Hughes would provide service to about 17 percent of the market. The spin-off of Hughes 
from GM would result in current holders of Class H common stock receiving one share of new 
Hughes Class C common stock in exchange for each share of Class H stock held prior to the spin-off. 
The merger of Hughes and EchoStar would result in Hughes being the surviving entity and taking the 
name EchoStar Communications Corp. Holders of Class A EchoStar common stock prior to the 
merger would receive 1.3699 shares of the new EchoStar in exchange for each share of Class A 
EchoStar common stock held prior to the merger. Based on the closing price of EchoStar common 
stock of $25.26 on Oct. 26, 2001, the transaction would provide a value of approximately $18.44 per 
GMH share, representing a 20-percent premium. As of Oct. 26, 2001, the implied market 
capitalization of Hughes was approximately $21.3 billion and the market capitalization of EchoStar 
was approximately $12.1 billion. The transaction is expected to require approximately $5.5 billion of 
total financing which EchoStar expects to fund in the capital markets prior to closing. Completion of 
this financing has been backstopped by a bridge commitment of approximately $2.75 billion from 
Deutsche Bank, and a bridge commitment of approximately $2.75 billion from General Motors, the 
latter of which the parties plan to replace with a commitment from one or more other leading financial 
institutions in the near future. The GM bridge commitment is secured by a pledge of $2.75 billion of 
EchoStar stock held by a trust controlled by EchoStar Chairman and Chief Executive Officer Charles 
Ergen. The transaction is subject to a number of conditions, including approval by a majority of each 
class of GM shareholders - GM $1-2/3 and GM Class H - voting both separately as distinct classes, 
and also together as a single class. Approval of the majority of EchoStar's voting shares has already 
been given by written consent. The proposed transaction also is subject to regulatory clearance under 
the Hart-Scott-Rodino Act and approval by the Federal Communications Commission. The transaction 
is also contingent upon the receipt of a favorable ruling from the Internal Revenue Service that the 
separation of Hughes from GM will qualify as a tax-free spin-off for U.S. Federal Income Tax 
purposes. The transaction is currently expected to close in the second half of 2002. 

"This transaction provides significant benefits to Hughes, EchoStar, millions of present and 
future DIRECTV customers, and shareholders of both GM and EchoStar," said GM President 
and Chief Executive Officer Rick Wagoner. "We've said all along that we wanted to structure an 
agreement that would provide continued strong growth at Hughes and maximum value for 
both GM and GM Class H shareholders. This transaction achieves these objectives." 

Strong Growth Prospects and Significant Synergies. "This is an extremely compelling 
combination for GM, GMH and EchoStar shareholders," Ergen said. "The combination of 
EchoStar and Hughes is expected to generate very substantial synergies utilizing the 
advantages of direct-broadcast satellite television, cost savings from the elimination of costly 
duplicate satellite bandwidth and infrastructure, and strong management offering more 
effective fundamental business practices. The new company would also have enhanced 
scale to compete more effectively against the dominant U.S. cable and broadband providers 
- a Critical factor given increasing consolidation in the cable industry." 

"U.S. consumers also would benefit from the combined company's ability to increase 
significantly the number of markets served with local channels via satellite, provide additional 
channel offerings, increase high-definition TV (HDTV) offerings and accelerate the 
introduction of next-generation high-speed Internet services," Ergen continued. "Together, 
EchoStar's DISH Network and Hughes’ DIRECTV also can provide a range of services that 
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would bridge the ‘digital divide’ - providing high-speed broadband solutions to consumers 
and businesses. Importantly, these services would be available in rural areas otherwise far 
from the information superhighway at rates which the company is prepared to assure 
regulators would be competitive." 

"Hughes and its operating companies would be well positioned to thrive as part of this 
merged company," said Jack A. Shaw, chief executive officer of Hughes. "DIRECTV would enjoy 
Significant cost efficiencies and better use of its assets. Hughes Network Systems would 
play a key strategic part in the growth of satellite-delivered broadband. PanAmSat would 
have continued growth opportunities. And DIRECTV Latin America would benefit from the 
synergies of the larger combined company," Shaw said. The new company, which would retain 
the EchoStar name but would use the DIRECTV brand for consumer offerings, would be based in 
Littleton, Colo., and would employ approximately 20,000 people and serve more than approximately 
14.9 million direct-broadcast satellite TV customers. EchoStar and Hughes have pledged that the 
merger would not cause disruption of service or additional expense to existing customers of either 
DIRECTV or DISH Network service. The new EchoStar would be led by Ergen as chairman and 
chief executive officer. The board of directors would consist of nine members, five of whom would be 
independent directors. Ergen added, "I! think it is significant that EchoStar and Hughes have 
agreed to a fair and balanced process for identifying the most qualified people from both 
companies in order to select the best person for every job, regardless where they worked 
prior to the merger. This is a key provision that Hughes management felt strongly about and 
to which EchoStar readily agreed." 

As part of the transaction, General Motors would receive up to $4.2 billion in cash for redemption of 
part of its economic interest in Hughes. Pro forma for the cash redemption (assuming illustratively a 
price of $18.44 based on the implied deal value), GM Class H shareholder would own approximately 
53 percent of the combined company, EchoStar's shareholders would own approximately 36 percent, 
and GM would own approximately 11 percent. In addition, prior to the transaction, GM would seek to 
exchange up to 100 million shares of GM Class H common stock (or after the transaction 100 million 
shares of EchoStar common stock) for GM outstanding debt, which would further improve GM's net 
liquidity position. "This transaction offers substantial financial benefits now and over the long 
term for GM $1-2/3 and GM Class H shareholders,” Wagoner said. "GM Class H shareholders 
would receive a significant premium on their investment. For GM $1-2/3 shareholders, GM 
expects to receive $4.2 billion in cash, and would retain a significant investment in the 
merged company.” GM intends to file a registration statement in connection with the transaction and 
mail a proxy statement/prospectus to both GM and GM Class H stockholders in connection with the 
transaction. Investors are urged to read the proxy statement/prospectus when it becomes available 
because it will contain important information about GM, Hughes and the transaction. EchoStar 
Communications Corp. and its DISH Network provide state-of-the-art direct-broadcast satellite TV 
service that is capable of offering over 500 channels of digital video and CD-quality audio 
programming, as well as advanced satellite TV receiver hardware and installation. EchoStar is 
included in the Nasdaq-100 Index (NDX). DISH Network currently serves over 6.43 million 
customers. For more information, visit www.dishnetwork.com. 

HUGHES is the world's leading provider of digital television entertainment, broadband services, 
satellite-based private business networks and global video and data broadcasting. Hughes Network 
Systems, a unit of Hughes Electronics Corporation, is the world's leading provider of broadband 
satellite network solutions for businesses and consumers, with over 400,000 one- and two-way 
systems installed in more than 85 countries. Headquartered in Germantown, Maryland, USA, HNS 
maintains sales and support offices worldwide. To learn more about HNS and DIRECWAY, please 
visit www.hns.com or www.direcway.com. DIRECTV is the nation's leading digital satellite 
television service provider with more than 10 million customers. DIRECTV and the Cyclone Design 
logo are trademarks of DIRECTV, Inc., a unit of Hughes Electronics Corporation. Visit DIRECTV on 
the World Wide Web at DIRECTV.com. General Motors, the world's largest vehicle manufacturer, 
designs, builds and markets cars and trucks worldwide. In 2000, GM earned $5 billion on sales of 
$183.3 billion, excluding special items. It employs about 372,000 people globally. GM also operates 
one of the largest and most successful financial services companies, General Motors Acceptance Corp. 
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(GMAC), which offers automotive, mortgage and business financing and insurance services to 
customers worldwide. GM is investing aggressively in digital technology and e-business within its 
global automotive operations and through such initiatives as e-GM, GM BuyPower, and OnStar. More 
information on General Motors can be found at www.gm.com. 
PanAmSat seeks $2bn in finance 

PanAmSat, the satellite transmission group, plans to raise $2bn in bank debt to repay its parent 
company, Hughes Electronics, in a move that will assist Hughes in the takeover of Hughes by Echostar 
Corporation. PanAmSat said it was seeking to raise $2bn in bank debt and long-term notes. The 
finance would allow it to repay an inter-company loan with Hughes. The payment would help to 
reduce Hughes’ debt, easing the way for a deal with Echostar which has made a bid for Hughes, which 
owns satellite TV service DirecTV. Hughes' share price has fallen in recent months. 
Fearless: Postscript 

This “deal” has been 18 months in the making. As recently as June, Murdoch and his plan to create a 
“super corporation” combining BSkyB, STAR TV Asia, Japanese, Italian, French and South American 
DTH operations into a single firm with DirecTV seemed like it would win the day. Not included in 
that plan - Murdoch’s 25% interest (through News Corp) in Foxtel (Australia) or the now 61% interest 
(through INL) in Sky NZ. Various “theories” suggesting why Foxtel and Sky NZ would be left out 
circulated - the strongest of which suggesting Murdoch was saving the two for an ultimate shakeout of 
Foxtel in which he planned to be the survivour - to then be joined with Sky NZ for reasons of 
economy and centralised operations. 

DirecTV was the first user of the Murdoch News Corp created digital anti-piracy security system; a 
system which CTD has recently reported has been badly compromised by North American pirates 
headquartered in Canada where US laws do not apply. DISH, on the other hand, utilises a 
non-Murdoch brand of pay TV encryption which while not free of piracy problems has been 
significantly less attacked by the piracy community. 

There remains the possibility - not great but a possibility none the less - that Murdoch can sidetrack 
the US Government approval process for the merger. 

Pay TV customers tuning in for free 

Up to 10 per cent of Austar and Foxtel customers could be watching pay TV for free, thanks to a 
burgeoning black market in pirated smart cards. The pay TV industry is concerned about the 
prevalence of fraudulent smart cards installed in set-top boxes which enable viewers to watch the 
service for little or no cost. It is estimated piracy affects between 5 per cent and 10 per cent of revenue. 
Satellite services are much more vulnerable to piracy than cable as the infrastructure is easier to install 
and the smart cards are encrypted differently. As most of Austar's 430,000 customers watch via a 
satellite signal, the regional pay TV company is most exposed to piracy. Foxtel has 270,000 satellite 
customers (representing about 35 per cent of its 760,000 total subscriber base) and Optus has 36,000 
satellite customers. Pirates sell counterfeit smart cards for as much as $250 each in pubs in regional 
areas. Pay TV operators buy their authorised smart cards for $US10 ($20) wholesale. Both 
Wollongong and Newcastle have been identified as piracy "hot beds". Although Austar acknowledged 
piracy was an issue, the company denied that 10 per cent of its customer base was watching the service 
illegally. "I'd be surprised. | think that would be at the high end," said Austar spokesman Mr 
Bruce Meagher. "It's an issue without being a major business inhibitor." Foxtel spokesman Mr 
Mark Furness said piracy was a "minor problem" in Australia. "We understand the threat, but we 
counteract it by using measures employed overseas," said Mr Furness. As part of their efforts to 
stamp out piracy, Foxtel and Austar regularly engage in random sting operations where they change 
the card encryption algorithm. Viewers who don't own legitimate smart cards then lose access to the 
pay TV service. The industry is also relying on the Digital Amendment to the Copyright Act which 
came into effect in March. Pay TV operators are now able to prosecute people who make and sell 
pirated smart cards. There have been several successful prosecutions recently. Mindport, the company 
that supplies the set-top box systems which decode the satellite pay TV signal, is pushing for Austar 
and Foxtel to upgrade their smart cards to counteract piracy. Mindport wants to replace existing smart 
cards - some of which have been in the field since 1995 - with a new model card. 
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This service being ripped off i 

If there is one “core piracy market” in Australia, it is the Zee TV bouquet managed from Sydney. 
With fewer than 2,000 paying subscribers at last report, and an estimated 9,500 “grey market” receiver 
cards in operation, no other pay-TV market segment comes even close to this unfortunate condition. 
But the programmers on the bouquet seem oblivious to their piracy problem as the following indicates. 

The Hindi entertainment television channel from Sony looks at capturing a new Diaspora market. 
Amidst fanfare and with a host of dignitaries in attendance, Sony Entertainment Television made its 
entry into Australia and New Zealand at a glittering function in Sydney. It became part of Zee Link's 
South Asian Pay TV Bouquet, which already had arch rival Zee TV's four channels on it. The high 
commissioner of India in Australia, R.S. Rathore, lit the traditional lamp. Rathore said that Indians (in 
the Antipodes) needed this kind of entertainment. "Sony and Zee play a vital role in our cultural 
and emotional links" he said. "Here we are working together with our arch rival Zee 
television. We have set the example." 

Philip Ruddock, Australian minister for immigration and multicultural affairs, who formally 
launched the channel, agreed with Rathore. He spoke about the importance of having a media linkage 
with one's mother country. He was optimistic about a rich relationship developing between India and 
Australia, saying: "Maintain your linkages, but commit to Australia and this will go a long way 
in sustaining a rich and enduring relationship between our two countries.” The CEO of Sony 
Entertainment Television Kunal Dasgupta said: "This is a small niche market which cannot be 
divided. Bringing entertainment together makes commercial sense." He also talked about 
sports coverage rights which Sony had but said that it was not viable to relay the matches when 
Australia is playing in India. Sony's launch was a three-day long celebration. After the launch, the 
celebrations moved to Melbourne and was followed by screening of the film Lagaan in Sydney on 18 
August. Jackie Shroff canceled his USA tour to live up to his role as ‘The Face of Sony’. He made 
himself available to fans throughout the evening by signing autographs and posing for photographs. 
Welcoming the guests at the screening of Lagaan in Sydney, Saba Abdi, director of Zee Link Pty Ltd 
recalled when she first arrived in Australia 12 years ago and felt the need for a connection back home. 
She started working to bring at least a part of the Indian TV world ‘Down Under’. "We remained 
committed in our determination and looked upon the time ahead with great expectation," 
Saba said. "The strong South Asian community in Australia & New Zealand is what Zee Link 
hoped to hook with the launch of Zee television channel and now Sony Entertainment 
Channel." 

(Coop’s postscript. The Zee TV packaging - including Sony - is transmitted within the Aurora 
package by Optus. Aurora utilises the same Irdeto (Mindport) encryption system as is used by Foxtel 
and Austar. Unfortunately, the Aurora package version consumer smart cards are distributed for a low 
fee (A$100 range) and are easily modified once in the hands of grey market operators to decrypt not 
only the handful of Australian service channels which consumers are supposed to receive - but, all of 
the Aurora channels as well. Including the Zee TV package. Optus has attempted to use one card to do 
a variety of separate service functions - including radio service channels which have fewer than 100 
users nationwide. More than 50,000 such cards have been distributed, and it is even possible to obtain 
a card without payment through various ABC and SBS service outlets. Since June, Hong Kong 
sourced “Gold Cards” purchased for under A$S5 in 100 lot quantities have become widely available to 
pirate and grey market operators. Australian sources suggest that while Indian émigrés may be keenly 
interested in having the Zee TV pay-TV package, they as a group are quick to take advantage of grey 
market offered systems for which there is no monthly fee attached. 


Two views about the status of satellite Internet linking today 
The following was an Internet posting on a satellite TV/Internet-via-satellite web site: 


“| have another satellite dish on its way a 90cm Ex Ihug, with LNBf not bad for $40 NZ. 
These dish's are not hard to find in the NZ market. Many on Ihugs "Ultra" service via Pas 2, 
get a crappy service so they cancel the service, the dish used really should be 1.2M but they 
use 90cm ones as anything over 1M needs a resource consent permit. There is nothing to 
use the dish for once people cancel their Ihug account. Sky has its own dish that they install 
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and TVNZ FTA isn't running its service yet, Saturn if it ever gets up and running will use its 
own dish or perhaps Sky's. So that leaves a BIG UGLY 90cm dish which | kindly offer them 
cash for! | am doing all right so far my 60cm with LNBf Ex Sky $25 NZ and now a 90cm with 
LNBf Ex Ihug $40 NZ + postage.” 

And this was the response: 

“| have installed dishes for iHUG in NZ since they first began DBS internet in late '98. Yes 
iHUG retains ownership of both the dishes and the card - the same as Sky TV NZ do with 
their kit. 

“| am a 30 year plus Computer Systems (Technical) Programmer as well as a Dish 
installer for iHUG NZ & Sky TV NZ. 

“In every case of ‘iHUG performance failure’ the client's PC has been at fault. It is not at all 
unreasonable to expect that upon the "unstoppable" arrival of a very large and fast data 
stream that the PC will answer it instantly. In most cases it is simply not answered - and the 
modem in the PC asks for a ‘please re-send’. This is because the PC ‘must’ have a unique 
IRQ number assigned to the iHUG card. In most cases it is not. In today's PC's the PCI 
sharing protocol is a very poor design. Many ‘cheap’ PC's only have three PCI slots to 
choose from! 

“The PC is at fault not iHUG. iHUG only provides a bloody great empty pipe for a small 
portion of the journey (San Francisco to NZ - OZ user) . True many sites are on fibre optic 
link to SFO. 

“While there are various Internet systems offered such as iHUG's ULTRA to give a user 
‘high speed access’ the sender site must be able to send at the speed, plus free from traffic 
congestion, so that iHUG can transmit. Otherwise a tourist - during international travel - 
would blame the airline he used mid-journey, for delays now, while he sits on the back of a 
donkey which is also a required part of his end to end journey. 

“As | tell my (iHUG) clients ‘Just dial up so as to use the modem again to compare 
performance’. $1 a day surcharge is cheap!” 

And this in turn prompted iHUG to post on their own site the following ‘public notice’: 

"It has been brought to the attention of The Internet Group Limited (“ihug") 
that some persons have been approached to both sell and purchase the ihug 
satellite dish and related equipment. Both parties should be aware of their 
legal obligations prior to engaging in such transactions and they are hereby 
placed on notice that if they genuinely are unaware, or remain in any doubt 
or misapprehension as to those obligations and rights; they must immediately 
contact ihug at the following address" : 


lhug Legal Department, 
The Internet 
Group Limited, PO Box 7281, Wellesley Street, Auckland. 
All inquires must be made in writing to the above address.” 

(Coop’s postscript: When a home abandons Sky or iHUG service, the cost of removing the dish 
from the roof and collecting the LNB(f) and cable exceeds the salvage value. Thus the equipment, 
technically still the property of the service provider, remains attached to the building. Whether the 
builder owner has the right to claim the antenna and electronics and dispose of them as he or she sees 
fit has not been tested yet - perhaps because neither Sky nor iHUG want to go to court over the issue 
when individual installations have an as-new value of less than NZ$100. This equipment then ends up 
in Sunday yard sales, boot sales and swap meets at something less than full replacement value. And 
how strange - in their ‘legal notice’ iHUG does not give a telephone, fax or e-mail address for 
contacting them. Only a mailing address. And this from an Internet company!) 


JSAT, Sony develop two-way satellite dish. 
JSAT Corp, Japan's biggest communications satellite operator, claims it has jointly developed with 
Sony Corp a compact, inexpensive antenna for two-way satellite communications. JSAT said that the 
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antenna, 45 cm in diameter, would be as little as one-third as expensive to make as its 75 cm dish, 
currently its smallest, while substantially cutting installation costs. A JSAT spokesman said that the 
company had no target date for launching commercial services with the new compact system, although 
they could begin as early as next year. He added that the system, expected to offer download speeds 
up to 30 mbps and upload speeds up to 128 kbps, would broaden the market for two-way broadband 
satellite communications, which is currently limited largely to electric utilities and other big firms in 
need of back-up communications systems for emergencies. Among potential customers for the 
cheaper, more compact system would be Japan's ubiquitous convenience store chains. JSAT's shares 
rose on the announcement, trading 2.09 per cent higher by mid-afternoon at 731,000 yen, modestly 
outperforming the benchmark Nikkei average's 1.5 per cent rise. The shares pulled back, however, 
from their early high of 749,000 yen. Sony was up 1.86 per cent at 4,940 yen. 

(Coop’s postscript. The previous report obviously describes a complete two-way terminal 
for downlinking and uplinking using a 45cm dish. Next generation satellites, originally 
scheduled for deployment in 2002 but now perhaps delayed, would use 18/27-28 GHz bands 
for this purpose. A 45cm dish at 28 GHz is the physical equivalent of a 1m dish at 12 GHz - 
Ku band). 

Feared: War stories take over ratings rush 

From mid-September a new free to air (FTA) 24 hours new service has been available to much of the 
Pacific and ali of Asia within the STAR TV Asia (News Corp) AsiaSat 3 transponder (3980Vt, Sr 
28.100, FEC 3/4). This is “Fox News USA” and the style of the news reporting has attracted 
considerable comment. Rupert Murdoch personally is taking credit for the channel, and the fact that in 
a portion of the world where none of his services are FTA, this one is. He was quoted as observing, 
“When ‘they’ (he meant CNN) decided to become conditional access earlier this year, we believed we 
saw an opportunity to build a large, loyal Asia wide audience for an alternate news service. With the 
events of 11 September, we have decided to bring Fox News Channel to Asia (and the Pacific) in a 
free to air format - for the balance of the hostilities.” With that prologue, this report: 

“His voice quickening as file footage of Osama bin Laden played on-screen, Fox News Channel 
commentator Bill O'Reilly made clear his thoughts about the suspected World Trade Center terrorism 
mastermind. ‘I'm telling you my feelings right now,’ O'Reilly stated vehemently. ‘| think the man 
does not deserve to live.” The next morning, bin Laden was also the dominant topic on CNN. But 
location was key. Reporter Tom Mintier, live in Pakistan, handed off to reporter Nic Robertson, live in 
Afghanistan. September 11’s terrorist attacks set off a week in which it sometimes felt as if the same 
horrific images and anguished commentary were playing on a continual loop on every available TV 
channel. Yet for Fox and CNN --- already locked in a struggle for 24-hour news channel supremacy --- 
covering a real (if undeclared) war has further underscored the differences between them. Neither 
network's reporting has been error-free, especially in the earliest hours of the crisis, when numerous 
events were unfolding on many fronts. (Shelling of Afghanistan's capital shown live on CNN turned 
out to be unrelated to the American crisis; Fox reported a hijacked plane headed for the U.S. Capitol 
that never materialized, although Vice President Dick Cheney said that that may have been the goal of 
the plane that crashed in Pennsylvania.) CNN and Fox joined most networks in carrying a false report 
--- initially confirmed by New York police, CNN said --- of five people pulled from the WTC rubble 
in a sport-utility vehicle. Generally, though, media experts say that both networks have done well at 
covering an unprecedented, constantly developing story. Yet early ratings suggest that when it comes 
to viewers, CNN's deep reporting bench and somewhat more straightforward approach to the news 
seems to be winning out over Fox's big-hitter personalities and more gut-level delivery. According to 
Nielsen figures, CNN's average rating for the period between 8:45 am. September 11 and 3a.m. 
September 14 was 3.7, or some 3.1 million households tuned in. Fox achieved a 2.2 rating (1.5 million 
households). Both networks' ratings soared during prime time, when CNN averaged 4.7 and Fox 3.3. 
"People all over the world know that CNN is going to be there," Eason Jordan, president of 
newsgathering for the CNN newsgroups, said Saturday. "So CNN is held to a different standard. 
We have to be where the news is, in potential hot spots." Neither Jordan nor Fox News 
Channel's network executive producer, Bill Shine, wanted to discuss ratings over the weekend. "I've 
gotta be honest, | watch the competition some," Shine said Friday night from New York. "But 
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when you've got the president coming in for a memorial service, planes crashing into 
buildings and whatever else, it's not what I'm focusing on." 

With so much going on and with the networks sharing footage Tuesday, much of the initial coverage 
could seem virtually indistinguishable. "What we were seeing was not a lot of jockeying for 
future position, but a bunch of news organizations trying to stay on the air and do good 
journalism," said Robert Thompson, head of Syracuse University's Center for the Study of Popular 
Television. But the differences between CNN and Fox have become more apparent as the sense of 
immediate crisis has gradually given way to watchful waiting for war, and as the broadcast networks 
have begun to return to regular programming. 

"Fox has staked its newfound success in personality programming,” notes Matthew Felling 
of the Center for Media and Public Affairs. That means comprehensive news reporting, as well as 
anchors and reporters who can veer into commentary during broadcasts. (Shepard Smith concluded a 
report on people who would consider it "un-American" to sell stock today with a fervent "Let's hope 
sol") 

It also meant two live broadcasts (up from the usual one) of Fox's wildly popular "The O'Reilly 
Factor" on Friday night. A skilled interviewer, O'Reilly extracted interesting details from Rudi 
Dekkers, whose flight school two of the suspected hijackers attended, as well as Dekkers' vow to fax 
information on any such future applicants to the FBI. A vocal conservative commentator as well, 
O'Reilly also promised that he'd "blast anyone" who tried to push President Bush to act prematurely. 

Larry King, arguably CNN's best-known personality, has been in his usual 9 p.m. spot. Meanwhile, 
Aaron Brown has anchored so much coverage on a New York rooftop alongside ex-Foxer Paula Zahn 
that Felling predicts "Brown will be this war's Arthur Kent," a reference to NBC's "Scud Stud" during 
the Gulf War. Yet to Jordan, what matters most is being wherever the story developments are before 
they happen. CNN, which now has more than 30 foreign bureaus (to Fox's three), was the only 
network in Iraq when the Persian Gulf War started in 1991. 

"And now it's 2001 and we're the only ones in Afghanistan," said Jordan, who thinks CNN's 
"unparalleled" international presence will pay off even more. "If we take President Bush at his 
word, and we certainly do, there is going to be very strong, fierce retaliation. Clearly, we're 
going to have more focus there." 


This is issue # 82 - # 92 will be our last 


The first issue of Coop’s Technology Digest was produced and dated on August 01, 
1993. The last issue will be dated on or about the Ist of August 2002. Subscribers to this 
publication (including that handful who have been with us from Volume One, number 
one - more properly “93-08-001”) have been loyal and supportive. 

I could give you a long list of reasons why #92 will be our last. They would include 
health, available time in an ever shorter working day, a six year old son who’s home 
schooling becomes more demanding each month, a cable system that demands far too 
much of our time for far too little financial return, and something called SDStv.com 
Limited. And that would be but a start. 

There is no single reason - health aside - it is simply the end result of too much to do and 
not sufficient time to do it all. Properly or otherwise. 

From this issue forward renewal subscriptions will be each month one month shorter than 
the previous month. Those receiving renewals with this issue will have ten issues 
available (the same as 12 months) while those receiving renewal notices with our 
December 5 issue will be for the nine remaining issues only. And priced accordingly, By 
the time we arrive at issue #91 - the renewal notice will be for the last issue (#92) only. 
It is too early to thank those who have been loyal (if not always agreeable) readers but 

those are our thoughts none the less. 
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